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Argentina's former President Fernando de la Rua (1999-2001) has been charged with bribing
lawmakers to pass "labor flexibility" reforms in the Congress, labor reforms that the International
Monetary Fund (IMF) had pushed. He has denied the claims and avowed his innocence, saying that
his removal as president and his prosecution are the work of political enemies.
De la Rua has been facing different charges in the Argentine courts, including allegations that he
and his associates committed fraud when they made changes to the country's multibillion-dollar
debt and investigations that he had a role in the killing of five protestors in 2001.

Charges stem from passage of labor reforms in Congress
A federal court formally charged De la Rua on Feb. 25, with the Argentine press calling the event
"his worst moment in the halls of justice," in the words of Buenos Aires daily La Nacion. Judge
Daniel Rafecas charged de la Rua with "aggravated bribery" and barred him from leaving the
country, though he would remain free while his case was being processed.
Although he remains free, the court ordered that 500,000 pesos (about US$157,500) of his assets be
frozen. If convicted, he faces up to six years in prison, and he would be "absolutely disqualified"
from holding public office.
The former president "is sad but calm," said his attorney Jorge Kirszenbaum, on Feb. 26. He said
de la Rua would appeal to have the "absolutely unfounded and fallacious" charges withdrawn.
De la Rua has repeatedly denied any involvement in an alleged attempt by aides to push the labor
reforms through Congress by paying millions of dollars to key lawmakers. De la Rua's vice president
resigned, and confidence in his government plunged as the scandal grew. Argentina's painful
economic implosion in December 2001 finally forced the president to resign as well, halfway through
his four-year term (see NotiSur, 2002-01-11).
Nine other ex-officials face charges in the case, including former labor minister Alberto Flamarique,
former spy agency chief Fernando de Santibanez, and six former senators. A former Senate worker
previously allied with de la Rua's government has told the court he distributed bribe money from
spy agency funds. The ex-secretary of the Senate, Mario Pontaquarto, previously told Justice
Department officials that US$5 million in bribes were paid to at least a half-dozen senators who
approved the labor-flexibility law in 2000. He and three others, ex-senators Jose Genoud and Emilio
Cantarero, faced prosecution for the crime.
Also facing trials for receiving bribes, which is a lesser crime, are ex-senators Alberto Tell, Remo
Costanzo, Emilio Cantarero, Ricardo Branda, and Augusto Alasino. De la Rua is already being
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investigated for the part he allegedly played in the killing of five people during riots in 2001. He
fled the presidential palace shortly after the deaths as a severe economic, social, and political crisis
gripped the country.

First Argentine president to be tried for bribing Congress
The allegations say that de la Rua and his associates distributed bribes to members of the Partido
Justicialista-peronista (PJ) opposition to get their support for the changes in labor law. De la Rua
then led the Union Civica Radical (UCR). With the charges leveled against him in February, de la
Rua became the first Argentine president to be tried for having bribed the Congress, according to La
Nacion.
Judge Rafecas' finding said the ex-president "should be considered ultimately responsible for the
payment of the bribes," because he coordinated the "illicit negotiations" that culminated in the
payments. The judge said he considered the existence of a meeting at the Casa Rosada presidential
palace to be proven. De la Rua told La Nacion that "those negotiations never happened" and
accused Rafecas of acting on behalf of political interests. Although the labor reforms passed in 2000,
the government of President Nestor Kirchner (2003-2007) and the Congress passed changes to them
in 2004 (see NotiSur, 2004-03-12).
The Kirchner government, in contrast with prior administrations, sought to cut ties with the IMF,
blaming the lending institution for leading Argentina into its economic meltdown. De la Rua and
other Argentine leaders had sought IMF support before 2001, even though that support came with
big strings attached, like requiring the country to change its laws and labor-support systems. The
2000 law had allowed employers to keep their employees on a six-month probationary period and
increased "labor flexibility" with the argument that fewer employment protections would generate
more jobs.
The 2004 changes reduced the probationary period to three months and increased severance pay,
but it reduced the social security contributions required from employers in companies with less
than 80 employees. Poor peoples' movement protestors called piqueteros criticized the Kirchner
government for not expanding social supports and failing to strike down the flexibility aspects of the
legislation.

Debt exchange results in other charges
In the past two years, de la Rua has faced charges stemming from his handling of the exchange of
Argentina's multibillion-dollar debt. In 2006, Judge Jorge Ballestero alleged that the ex-president
and his "superminister," Economy Minister Domingo Cavallo, had fraudulently carried out the
megaexchange. In its time, the de la Rua administration depicted the June 2001 debt swap the
government's greatest financial achievement (see NotiSur, 2001-06-29), but it had many critics.
The swap of nearly US$30 billion in debt deferred around US$16 billion in debt-servicing payments
through the end of 2005. But critics said that it added US$2 billion to the US$150 billion in total debt,
cost more than US$100 million in fees to investment bankers, and pushed up rates on new debt for
years to come.
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Some economists said the debt swap reduced the threat of either a default or a devaluation of the
peso that year. But others saw it and the currency measures as just more tactics to postpone dealing
with financial problems. Ballestero said that the measure was "highly harmful" to the country,
accusing de la Rua, Cavallo, and former Economy Ministry officials Daniel Marx and Jorge Baldrich
of committing "fraud in public administration."
The magistrate sought to determine whether the swap of US$29 billion resulted in a loss of US$40
million to the state. Ballestero's finding said that the officials had "absolute awareness" that they
were acting "contrary to national interests."
De la Rua told the judge that the exchange was a "legitimate act" adopted to "avoid the cessation
of payments on the foreign debt." He told Buenos Aires newspaper Clarin that Ballestero "wants
to judicialize a technical issue and governmental decision. The judge says that, instead of a swap, a
default and devaluation should have been imposed and that was evident to anyone in March-June of
2001. He says we should have known it. It's a sin to not have had him as a minister."
The peso was later devalued and debt payments stopped (see NotiSur, 2002-02-15 and 2002-12-20).
In the Ballestero case as with the current charges, de la Rua was not detained but a bond was
required.

-- End --
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